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Annual Report of National Bank of Belgium 


The Annual Report of the National Bank of Belgium 
for 1955 states that the satisfactory development of the 
Belgian economy in the last ten years has shown clearly 
the importance of an orthodox credit policy and the 
preferability of such a policy to one of direct controls, 
but that changes in the economic and social structure of 
the country have diminished the scope for effective appli- 
cation of such a policy. The growing importance of self- 
financing and the increasing share of the Government in 
the national income, in particular,, have substantially 
reduced the effectiveness of the official discount rate as 
an instrument of credit policy. The Report suggests a 
number of steps which might help to remedy this sit- 
uation. 

First, the National Bank should be able to carry out 
open market operations. Such operations have not been 
possible in the recent past, because government demands 
on the market and on the National Bank have made it 
impossible for the National Bank to sell government 
securities to the market and thus to reduce its own hold- 
ings to a figure well below the ceiling of BF 10 billion. 


Second, it is desirable, from the point of view of 
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French Foreign Trade in 1955 


France had an adverse trade balance (imports c.i.f., 
exports f.o.b.) with foreign countries (i.e., countries 
outside the franc area) of $247 million in 1955, about 
half the amount of the 1954 deficit. If imports are meas- 
ured on an f.o.b. basis, the deficit was practically nil. 
Exports increased by 20 per cent, to $3,318 million, and 
imports by 12 per cent, to $3,565 million. (These figures 
include trade in industrial gold, but for 1955 the amount 
involved was very small. Also, the trade figures for 1955 
are not exactly cotnparable with those for 1954 because 
of a change in the period of coverage of the statistics, 
which had the effect of lengthening the 1955 period cov- 
ered by 3 per cent for exports and by 1 per cent for 
imports.) The expansion of exports was due mainly to 
increased sales of steel products, coal, and grains, and 
that of imports to larger purchases of metals and ma- 
chinery. 

France continued to run a surplus with the conti- 
nental OEEC area. The increase in exports to this zone 
was almost equal to the increase in imports from it, both 


stabilization of the economy. that the minimum reserve 
requirements for the banks be increased in times of boom 
and decreased in times of a threatening recession. The 
heavy requirements of the Treasury have made it difficult 
in Belgium to use this instrument of monetary policy. 
which has been used extensively in other countries. 
Third, the National Bank should be able to influence 
the volume of installment credit in the light of current 
circumstances, particularly by raising or lowering the 
required down payments and the maturities of loans. 
The Report hails the 1956 budget as a step in the 
direction of budgetary equilibrium, and expresses the 
hope that the present period of exceptional prosperity 
may make it possible to carry out the program of budge- 
tary retrenchment, to slow down the increase in public 
debt, and to reconstitute the Treasury’s cash reserves. It 
emphasizes that such reserves are a necessity if monetary 
policy is to be successful in preventing both excessive 
expansion and recession. 
Source: La Libre Belgique, Brussels, Belgium, Janu- 
ary 28, 1956. 


increases being quite substantial. With the non-dollar. 
non-EPU countries (mainly some Latin American coun- 
tries and Eastern Europe), the French surplus increased 
substantially, as exports to these countries expanded while 
imports from them declined. 

The trade deficit with the dollar area increased, and that 
with the sterling area declined. Both imports from and 
exports to the dollar area expanded substantially, but the 
increase in exports was $48 million less than the increase 
in imports. In trade with the sterling area, French im- 
ports rose slightly, in contrast to a much larger increase 
in exports to that area. 

Source: Agence Economique et Financiére, Paris, France. 
February 4, 1956. 


Netherlands Discount Rates 


The Netherlands Bank on February 7 raised the official 
discount rate for eligible Treasury and commercial paper 
for commercial banks from 2.5 per cent to 3 per cent. 
The rate for promissory notes was raised from 3 per cent 
to 3.5 per cent; for advances on current account and 
loans to business and individuals from 4 per cent to 4.5 


per cent; and for other advances from 3 per cent to 3.5 
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The official discount rate had remained un- 
changed since April 7, 1953, when it had been reduced 


per cent. 


by one-half per cent, to 2.5 per cent. 


In announcing the increases, the Netherlands Bank re- 
called that in September 1955 it had called the attention 
of the banks to the desirability of caution in granting 
new credits. The expansion of bank credit had conse- 
quently slowed down. Recently, however, there has again 
been a steep increase in credit, which led the Bank to 
raise the rates. 


Sources: De Maasbode, Rotterdam, Netherlands, Febru- 
ary 8, 1956; Het Financieele Dagblad, Amster- 
dam, Netherlands, February 8, 1956. 


Norway's Economic Position 


The Governor of the Bank of Norway, Mr. Brofoss, in 
a speech before the Ziirich Statistical Society, discussed 
current problems related to economic and financial pol- 
icy in Norway. Reviewing the effects of the war and the 
postwar efforts to restore the economy, he stated that an 
economic system in which wages are tied to the cost of 
living index and farm income to wages could not stand 
the shock of large price increases for imported products 
when imports represent close to 40 per cent of total 
available resources. Therefore, considered in retrospect, 
the devaluation of the krone in September 1949 was a 
mistake. 

In regard to current economic and financial problems, 
Mr. Brofoss pointed out that, as a result of higher real 
wages and a higher standard of living, the ratio of im- 
ports to the national product, which is already very high, 
shows a tendency to grow even faster than the national 
product. Definite limits are set by nature to further 
expansion of the traditional export industries. Norway's 
forests cannot supply the paper and pulp industries with 
the timber required for production at full capacity, and 
output is likely to decline; a further decline in the whal- 
ing industry is to be expected; pyrites deposits are grad- 
ually being exhausted, and iron ore deposits are limited. 
In the fisheries, too, nature has set limits. This raises the 
question whether Norway should try to produce goods 
which now have to be imported. There is scope for ex- 
pansion in agriculture, where production has increased to 
10-15 per cent above the prewar level and productivity 
has risen by 50 per cent; and a substantial increase in 
steel production is believed possible. In the home market 
industries, however, the adverse effects of a small market 
make themselves felt increasingly. 

The Government is convinced that Norway should con- 
tinue to base its economic policy upon the concept of an 
extensive international division of labor, and should cor- 
rect the imbalance in the external economy by an expan- 
sion of exports instead of developing home industries to 
replace imports. Two chief fields are open for further 
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expansion, namely, shipping and hydroelectric power, but 
the fact that the tendency toward big units of production 
is stronger in these industries than in industry in general 
confronts Norway with a structural financial problem. 
To exploit its natural resources, Norway would need 
foreign capital in the form of both loans and direct in- 
vestment. 

Mr. Brofoss described the measures taken in the fields 
of fiscal and monetary policy at the beginning of 1955 
(see this News Survey, Vol. VII, p. 263) as a funda- 
mental shift of policy. They were directed toward post- 
poning investment, as the rate of investment was out of 
line with developments elsewhere in Western Europe. 
While the effects of the measures have already been felt, 
they will be even more pronounced during the winter 
when the cuts made in 1954 and 1955 in financial aid 
for the construction of dwellings will reduce substantially 
investment in that sector. The authorities and the banks 
have agreed that a further tightening of credit is neces- 
sary, and the banks have entered into a voluntary agree- 
ment with the Bank of Norway to put a stop to further 
credit expansion for a period of two years (see this 
News Survey, Vol. VIII, p. 214). Advances to industry 
each quarter must not exceed such advances in the cor- 
responding quarter of 1955. By these monetary measures 
and a restrictive fiscal budget, it should be possible to 
reduce the balance of payments deficit to an amount that 
can be eovered by regular commercial borrowing or by 
participation of equity capital in financing concrete de- 
velopment projects. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Jan- 
uary 25, 1956. 


Cash Reserve Requirements in Finland 


The agreements on cash reserve requirements which 
the Bank of Finland concluded with the private banks 
early last year and which were extended through Janu- 
ary 31 of this year (see this News Survey, Vol. VIII, 
p. 159) have been renewed for the period ending June 30, 
1956. However, banks with deposits less than Fmk 100 
million are now exempt from the requirements. 


Helsinki, Finland, Febru- 


Source: Hufvudstadsbladet, 
ary 2, 1956. 


Cement Plant in Iceland 


Plans have been submitted for constructing a new 
cement plant in Iceland at an estimated cost of about 
US$2.3 million. The work will be done by a Danish firm. 
The cost will be covered by a loan from the United States 
of the local currency proceeds from the sale in Denmark 
of U.S. surplus flour and grain. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, January 27, 1956. 





INTERNATIONAL Financia, News Survey, February 17, 1956 


West German Investments Abroad 


Licenses for investment abroad issued by the West 
German Ministry for Economy totaled DM 160 million 
in the last quarter of 1955. The law regulating foreign 
investments came into effect in February 1952; the 
licenses issued totaled approximately DM 28 million in 
1952, DM 133 million in 1953, DM 204 million in 1954, 
and DM 457 million in 1955. These investments were 
distributed over the various currency areas, with DM 309 
million going to the EPU area, DM 240 million to the 
dollar area, DM 83 million to bilateral trade countries, 
and DM 189 million to other countries. 


Source: Bulletin of German Federal Government, Bonn, 


Germany, February 9, 1956. 


Middle East 
Potash and Phosphates in Jordan 


The Jordan Minister of Economy has announced that 
Egypt has agreed to participate in the joint Arab potash 
project involving an investment of £4.4 million. Iraq, 
Saudi Arabia, and Lebanon have already agreed to par- 
ticipate in the project. Jordan will contribute £750,000. 
Shares of the new potash company will be offered for 
public subscription in the Arab countries, with the Gov- 
ernments guaranteeing any unsubscribed balance. Work 
is scheduled to start immediately at the site of the old 
plant of the Palestine Potash Limited at the northern end 


of the Dead Sea. 


A mission of Japanese businessmen, including a repre- 
sentative of the Export-Import Bank of Japan, arrived 
recently in Jordan to negotiate on the intensifica- 
tion of trade relations between the two countries. The 
Japanese mission is reported to have suggested Japanese 
participation in the potash development project in col- 
laboration with the Arab countries. Japan would be pre- 
pared to buy large quantities of Jordan potash. An agree- 
ment has recently been concluded by the Jordan Govern- 
ment and Japanese representatives for the sale of 150,000 
tons of phosphates to Japan during 1956. 

Source: Middle East Economist and Financial Service, 


Forest Hills, N.Y., January 1956. 


Iran's Foreign Trade 


Iranian exports, excluding oil, in the first six months 
of the fiscal year 1955-56 (year beginning March 21, 
1955) were valued at $38.8 million, compared with $39.2 
million in the corresponding period of the fiscal year 
1954-55. Oil exports, however, rose to $44.8 million, 
from $1.5 million in 1954-55. While exports of carpets, 
cotton, and rice were lower in 1955-56 than in 1954-55, 
exports of hair, hides and skins, and wool registered 
substantial increases. lran’s visible trade gap for the first 
six months of 1955-56, excluding oil, was $93.3 million, 
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against $51 million in the corresponding period of 1954- 
55. The widening of the gap was due to a substantial 
increase in imports, which rose to $132.1 million in the 
first six months of 1955-56, from $90.5 million in the 
first six months of the previous fiscal year. Imports of 
steel and machinery in the first six months of 1955-56 
were 43 per cent greater than in the corresponding period 
of 1954-55. 


Source: Keyhan, Teheran, Iran, January 31, 1956. 


Iranian Purchase of U. $. Wheat and Vegetable Oils 


To meet domestic shortages, the Government of Iran 
has approved the purchase of 50,000 tons of wheat and 
20,000 tons of fats under the U.S. surplus disposal pro- 
gram. The wheat will be stored in government bins, and 
the fats will be distributed to Army and governmert per- 
sonnel. It is expected that the wheat will be delivered 
within the next four months. Payment for the wheat and 
the fats will be made by the Iranian Government in rials, 
which will be credited to the “Joint Fund” to be used for 


development purposes. 


Source: Ettéla’at, Teheran, Iran, February 2, 1956. 


Far East 


Nationalization of Life Insurance in India 


On January 19, the President of India—in accordance 
with a government decision to take over management of 
the life insurance business, with a view to its ultimate 
nationalization—promulgated the Life Insurance (Emer- 
gency Provisions) Ordinance 1956, vesting in the Central 
Government the management of life insurance business, 
including capital redemption business and annuity busi- 
ness. For those insurers who carry on other classes of 
insurance in addition to life insurance. the management 
of life insurance only is vested in the Government. An 
official communiqué states that the Ordinance provides 
for the compensation of shareholders on an equitable 
basis reflecting past allocations to shareholders. 

The Indian Minister of Finance has defended the na- 
tionalization of life insurance as a step in the direction 
of a more effective mobilization of savings. He has stated 
that, with the Second Five Year Plan in the offing, involv- 
ing an accelerated rate of investment, a widening and 
deepening of all possible channels of savings are essen- 
tial. The Minister noted that life insurance assets in India 
amount to approximately Rs 3.8 billion (US$798 mil- 
lion), from which companies derive a net annual income 
of about Rs 120 million ($25 million). Some five million 
policies are in force, paying annually premia of Rs 550 
million ($116 million). 

Sources; The Times of India, Bombay, India, January 20, 
1956; Embassy of India, /ndiagram, Washing- 
ton, D.C., January 25, 1956. 





U.S. Assistance to India 


The U.S. Embassy in New Delhi has released summary 


data on U.S. economic assistance to India since Au- 
gust 15, 1947, the date of Indian Independence. U.S. 
Government assistance in the form of direct grants and 
loans amounted to US$477.9 million (Rs 2.3 billion). In 
addition, private organizations, such as the American Red 
Cross, the Ford Foundation, and the Rockefeller Founda- 
tion, provided $48.3 million in grants and contributions. 
Of the total governmental contribution, direct grants 
amounted to $242.9 million, and loans totaled $235 mil- 
lion. Economic and technical assistance programs from 
January 5, 1952 through June 30, 1955 provided $267.9 
million; the wheat loan of 1951-52, $190 million; milo 
(grain) assistance in 1950-51, $12 million; flood relief 
aid, $4.4 million; Fulbright and Smith-Mundt educational 
grants, $2.3 million; and ocean freight assistance, $1.3 
million. 

Funds allocated for economic and technical assistance 
programs have been used to send U.S. technical experts 
to India, to train Indian specialists abroad, to purchase 
supplies and equipment not readily available in India 
and transport them there, and to defray the costs of 
contracted, services, including the drilling of tube wells 
for irrigation projects. Approximately 752,000 long tons 
of steel (660,000 long tons of semifinished steel and 
92.000 long tons of finished and manufactured items, 
including 100 locomotives and 8,730 freight cars) have 
been sent or are being sent to India under these programs. 
Source: The Times of India, Bombay, India, February 8, 

1956. 


Ceylon’s Foreign Assets 


Ceylon’s external assets at the end of 1955 were 
Rs 1,154.3 million (US$242.4 million). At the end of 
1954, they had amounted to Rs 895.2 million (US$188 
million). 

Source: The Financial Times, London, England, Febru- 
ary 3, 1956. 


Thai Government Budget for 1956 


The estimated government budget of Thailand for 
1956 shows a deficit of 1,160.9 million baht, to be 
financed mainly from internal and foreign loans. Revenue 
has been estimated at 4,752.5 million baht, ordinary 
1,647.5 million baht, and extraordinary 
capital expenditure at 1,265.9 million baht. 


Source: The Bangkok Post, Bangkok, Thailand, Novem- 
ber 2, 1955. 


expenditure at 


Vietnam Power Development 


The production of electric power in the Republic of 
Vietnam during the first eight months of 1955 amounted 
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to 130.9 million kilowatt hours, compared with 112.1 
million in the first three quarters of 1955. A project that 
will increase further the power supply in the southern 
part of Vietnam and will facilitate the operation of the 
chemical industries will be started soon, under a contract 
signed in Saigon on November 15, 1955 by the Nippon 
Koei Company of Japan and the Ministry of National 
Economy of Vietnam. A power plant with a generating 
capacity of 60,000 kilowatts will be erected on the Dan- 
him river. 

Source: Banque Nationale du Vietnam, Bulletin Econo- 

mique, Saigon, Vietnam, November 30, 1955. 


Korean Budget 


The Korean Government, on December 15, 1955, sub- 
mitted to the Congress a revised draft budget for 1955-56, 
which showed total expenditure of 149.2 billion hwan 
(73.9 billion for the general budget and 75.3 billion for 
the defense budget), and a deficit (after including for- 
eign aid as revenue) of 22.7 billion hwan, to be financed 
by the issue of national bonds and by other borrowing. 
Subsequently, the U.S. International Cooperation Admin- 
istration approved additional aid to Korea of US$25 
million for the import of salable commodities, and the 
Government reviewed its expenditure plans. On Janu- 
ary 20, 1956, another revised draft budget for 1955-56 
was submitted to the Congress. 


This revised estimate reduced total expenditure by 13.3 
billion hwan, to 135.9 billion hwan (65.9 billion for the 
general budget and 70.0 billion for the defense budget). 
This was made possible by reducing defense expenditures, 
eliminating the handling costs for fertilizer, reducing 
government rice purchases, removing subsidies to com- 
munication services, and cutting office and project ex- 
penses. Receipts are expected to increase by 0.4 billion 
hwan as the net result of additional receipts from foreign 
aid and customs duties and a largely offsetting reduction 
as a result of setting aside income from vested property 
for a special industrial loan fund. The deficit is reduced 
to 9 billion hwan, to be financed, presumably, by national 
bond issues. 


Sources: The Korean Republic, Seoul, Korea, Decem- 
ber 12 and 16, 1955, and January 7, 18, and 21, 
1956. 


Japanese Budget 


In the Japanese budget for the fiscal year April 1956- 
March 1957, which was presented to the Diet on Janu- 
ary 20, the General Account budget (corresponding to 
revenue in other countries) is balanced, as usual; both 
revenue and expenditure amount to ¥ 1,035 billion. The 
budgets for 1954-55 and 1955-56 were kept within the 
limits of a trillion yen as part of the disinflationary 
policy adopted in late 1953. 
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It is estimated that in 1956-57 both revenue and ex- 
penditure will exceed those of the 1955-56 budget by 
about ¥ 43 billion. More than half of the increase in 
expenditure is accounted for by grants to local govern- 
ments; expenditure on social security (especially unem- 
ployment benefits), education, and defense also is in- 
creased substantially. On the other hand, outlays on 
public works and housing have been reduced. The in- 
crease in expenditure will be financed by larger tax and 
stamp revenues. 


Sources: Nihon Keizai Shimbun, January 21, 1956, and 
Bank of Tokyo, Weekly Review of Economic Af.- 
fairs in Japan, January 28, 1956, Tokyo, Japan. 


Japan's Terms of Trade 


The Ministry of Finance reports that Japan’s terms of 
trade worsened slightly during the calendar year 1955. 
The export price index averaged 93.4 (1953=100), 3.6 
points less than in 1954, whereas the import price index 
averaged 94.6, an increase of 0.4 points. Consequently, 
the terms of trade index was 98.7 for 1955, against 102.9 
for 1954. 


The fall in export prices may be attributed to active 
efforts by traders and industry to expand overseas mar- 
kets in order to compensate for the dull domestic demand, 
which was due, perhaps, to the basic retrenchment policy 
of the Government. Price indices were lower for food- 
stuffs (decline of 11.5 points), textiles (5.5), metal and 
metal products (1.7), miscellaneous goods (1.4), ma- 
chines (0.9), and nonmetal mineral products (0.1). The 
price index for the lumber, paper, and paper products 
group rose by 2.6 points. 


The major commodity indices which were responsible 
for the rise of the import price index were animal and 
vegetable raw materials (increase of 33.9 points), min- 
erals and metals (8.7), lumber and pulp (8.6), and min- 
eral fuels (3.8). The import commodity groups that 
showed decreases included oils and fats (decrease of 6.6 
points), textile raw materials (5.2), pharmaceutical and 
chemical products (3.2), and foodstuffs (2.3). 

Source: Bank of Tokyo, Weekly Review of Economic Af.- 
fairs in Japan, Tokyo, Japan, February 4, 1956. 


Corporate Profits in Japan 


Taxable profits of 668 reporting corporations in Japan 
(each with a capital of ¥ 100 million or more) during 
the half-year accounting period ended September 1955 
exceeded those of the preceding period by 15 per cent. 
This is the first accounting period since the adoption of 
the disinflationary policy in September 1953 that corpo- 
rate profits have exceeded those in the preceding period. 
Profits of 41 corporations in the iron and steel and metal 
manufacturing industry almost doubled, while those of 
31 shipbuilders and rolling stock manufacturers increased 
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by 55 per cent. The profits of 121 banks were a little 
smaller, however, than in the preceding period; this is 
attributable to some lowering of bank lending rates, on 
the one hand, and a rise in time deposits on the other. 


Source: Bank of Tokyo, Weekly Review of Economic Af.- 
fairs in Japan, Tokyo, Japan, December 24, 1955. 


United States 
Expansion of U.S. Bank Credit 


Total private bank deposits plus currency in circula- 
tion in the United States amounted to $215.7 billion at 
the end of 1955, an increase of $6.1 billion, or 2.9 per 
cent, from the end of 1954. About half of the rise was in 
demand deposits, the other half in time deposits. On a 
seasonally adjusted basis, the growth in demand deposits 
and currency, commonly designated as the active money 
supply, amounted to $3.5 billion, or 2.7 per cent. (This 
was a little larger than during 1954 when demand deposits 
and currency rose by 2.4 per cent.) All of the growth 
(after allowance for usual seasonal movement) occurred 
in the first three quarters of the year. 


The rise in private deposits and currency during 1955 
occurred almost entirely through expansion of bank 
credit; loans rose by $13.8 billion, while banks reduced 
their holdings of government securities by $7.9 billion. 
Other changes were a decline of about $600 million in 
U.S. Government and foreign bank deposits, and a rise 
of about $500 million in bank capital and other accounts. 
The rise in loans was the steepest for any year on record. 
According to data for the first nine months of the year, 
about one fourth of the loan expansion was in real estate 
mortgages, about 40 per cent went to consumers and 
sales finance companies, and most of the remainder was 
for other commercial purposes. 


Sources: Board of Governors of the Federal Reserve 
System, “Consolidated Condition Statement for 
Banks and the Monetary System,” released Jan- 
uary 30, 1956, and Federal Reserve Bulletin, 
January 1956, Washington, D.C. 


CCC Credit for Farm Surplus Sales Abroad 


The Commodity Credit Corporation (CCC) of the U.S. 
Department of Agriculture has announced that surplus 
sales abroad for dollars may be made on a credit basis. 
This action has been taken in line with intensified efforts 
to dispose of surpluses and in the light of evidence that 
sales for cash only have limited such disposal. Credit 
will be extended by CCC to private U.S. exporters who 
are expected to pass the credit benefits on to foreign im- 
porters. The extent to which the benefits are passed on 
will be a point considered by CCC in approving credit 
transactions. Annual, interest rates have been fixed at 3 
per cent for 6-month loans, 3% per cent for 6-18 month 





loans, and 4 per cent for loans of 18-36 months. CCC 

plans to sell the credit paper in order to turn sales pro- 

ceeds into cash. The credit arrangement will not apply 

to special export programs, such as sales for foreign 

currencies. 

Source: Department of Agriculture, Press Release. Wash- 
ington. D.C., February 7, 1956. 


Latin America 


Meeting of Central American Ministers of Economy 


lhe third meeting of the Ministers of Economy of the 
five Central American countries (Costa Rica, El Salva- 
dor, Guatemala, Honduras, and Nicaragua) was held at 
Managua, Nicaragua, from January 23 to January 30. The 
first meeting had been in Honduras in August 1952, when 
a program of economic integration of the five countries 
was agreed upon. A permanent Secretariat was estab- 
lished under ECLA sponsorship to carry out the technical 
aspects of the program in cooperation with other UN 
agencies providing technical assistance. 

The following were among the 21 resolutions adopted 
at the third meeting: (1) An ad hoc group of experts 
from Central American states should draft a multilateral 
free trade agreement for the region, to cover both com- 
modities not yet in production and goods already in pro- 
duction but which require a wider market. The experts 
are to meet on March 15. (2) A common customs tariff 
should be prepared and recommended as a basis for a 
future customs union. (3) The following industries 
should be declared to be of common interest for Central 
American economic integration: petroleum products, fer- 
tilizers, insecticides, veterinary and biological products, 
tires, paints, inks, ceramics, glass containers, pulp paper, 
fisheries products, metal piping, and absorbent cotton. 
(4) A Central American Commission for industrial initia- 
tive should be established to pool information on indus- 
trial development and to examine proposals on economic 
integration. 

Other resolutions adopted at the meeting dealt with 
road transport, establishment of a Central American mer- 
chant fleet, study of economic aspects of livestock and 
dairy development, and the development of electric power. 
Source: United Nations, Department of Public Informa- 

tion, Press Release EC/1547, New York, N. Y.. 
January 30, 1956. 


Peru's Foreign Exchange Market in 1955 


The volume of transactions registered in the certificate 
and free exchange markets of Peru in 1955 surpassed all 
previous records. Receipts of foreign exchange from all 
sources amounted to the equivalent of US$380 million, 
and foreign exchange expenditures totaled the equivalent 
of $384.7 million, 10 per cent and 11 per cent, respec- 
tively, higher than in 1954. About 85 per cent was ac- 
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counted for by transactions in U.S. dollars, 13 per cent 
by transactions in sterling, and the balance by transac- 
tions in Argentine pesos, French francs, and small 
amounts of other currencies. 

Export receipts for which exchange certificates were 
issued by the Central Reserve Bank amounted to the 
equivalent of $284 million, $25 million more than in 1954. 
The increase was due largely to higher proceeds from ex- 
ports of soft metals (copper, zinc, and lead), sugar, and 
petroleum. Free market exchange receipts—capital in- 
flow, nontrade current invisibles, and some minor export 
proceeds—were $96 million, which was 15 per cent higher 
than in 1954. 

The foreign exchange expenditures included $235 mil- 
lion of private import payments (19 per cent more than 
in the previous year) and $123 million of private pay- 
ments and remittances on other current and capital ac- 
counts. The balance represented official payments abroad. 

The dollar rate of exchange remained unchanged at 
19 soles in the certificate market; in the free market it 
fluctuated between 19.01 soles (early in the year) and 
19.50 soles (in December). The sterling rate at the end 
of December was 52.90 soles in the certificate market and 
53.80 in the free market. 


Source: Banco Continental, News Letter, Lima, Peru, 


February 7, 1956. 


Financing of Bridge Construction in Bolivia 


The U.S. International Cooperation Administration has 
announced that it will finance the engineering and con- 
struction costs of a $460,000 bridge over the Piray River 
in Bolivia. Construction of this bridge, for which a 
contract has been awarded to a New York firm, will re- 
move a major bottleneck in the development of the road 
system in the potentially rich agricultural area of Santa 
Cruz. At the request of the Bolivian Government, the 
cost of the bridge is included in the ICA development 
assistance program for Bolivia during the fiscal year 
1956. In 1955, the United States approved a total of about 
$23 million in development and emergency aid for Bolivia, 
including approximately $7 million worth of foodstuffs 
and development equipment. 

Source: Department of Commerce, Foreign Commerce 


W eekly, Washington, D. C., February 6, 1956. 


Stabilization of Prices and Wages in Chile 


Chilean Law 12006, published in Diario Oficial on 
January 23, provides that any readjustment of wages 
and salaries of the public and private sectors during 1956 
cannot be more than 50 per cent or less than 44 per cent 
of the increase in the cost of living in 1955 and the first 
15 days of January 1956. The cost of living is reported 
to have increased by 84 per cent in 1955. The Law also 
provides that in 1956 prices of essential or commonly 
used goods may be increased above the levels prevailing 
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on November 16, 1955 only by a decree and following a 
study of costs, general expenses, and legitimate profits. 
No price increase authorized is to exceed 40 per cent of 
the price prevailing on November 16. Imported articles 
or those of Chilean manufacture which require imported 
materials are not included in this last provision. The 1956 
rents for offices and for commercial and industrial prem- 
ises are frozen at the levels of November 16, 1955, and 
increases in residential rents are limited to a maximum 
of 5 per cent. The Law also establishes heavy fines and 
imprisonment for those violating its provisions. 


Source: Sociedad General de Comercio S.A., /nformative 
Bulletin “SOGECO,” Santiago, Chile, Febru- 
ary 1, 1956. 


Other Countries 
Australian Balance of Payments 


Preliminary figures for the Australian balance of pay- 
ments during the six-month period, July-December 1955, 
showed a current account deficit of £A 120 million, com- 
pared with a deficit of £A 108 million in the second half 
of 1954. The deterioration was due to a £A 22 million in- 
crease in imports, which reached £A 413 million, and a 
£A 11 million increase in payments for freight. Freight 
rates had risen, and the volume of imports had increased. 
Imports, however, showed some falling off from the levels 
in the first half of 1955, partly as a result of import re- 
strictions imposed in October 1954 and April 1955. 

Exports in the second half of 1955 reached £A 380 
million, or £A 21 million more than in the second half of 
1954. Despite the lower prices that have ruled since the 
wool sales opened this season, wool exports in the six 
months to December 1955 rose by £A 3 million. There 
was a large carry-over from the 1954-55 season, and the 
clip this year is estimated to be 1,414 million pounds, 
compared with 1,288 million pounds in 1954-55. Butter 
and metal exports also were higher, but wheat and meat 
exports were about the same as in the second half of 1954. 

The current account deficit was partly offset by an 
inflow of capital; international reserves declined from 
£A 428 million at the end of June 1955 to about £A 370 
million at the end of December. Australia received $15 
million in November 1955 on account of a loan raised in 
Canada, and drawings on IBRD loans during the second 
half of 1955 amounted to $19 million. There was also a 
net inflow of capital on private account which, however, 
cannot be estimated accurately. 


Source: Commonwealth of Australia, Treasury Informa- 
tion Bulletin, No. 1, January 1956, Canberra, 
Australia. 


Australian Budget Developments 


During the first six months of the fiscal year ending 
June 30, 1956, the Consolidated Revenue Fund of the 
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Commonwealth Government of Australia showed a 
£A 78.2 million excess of expenditure over revenue. Total 
revenue (£A 422.1 million) represented only 38 per cent 
of the budget estimate for the full year, but this was due 
to the normal lag in income tax receipts in the first part 
of the year. On the other hand, expenditure for the first 
half of the financial year amounted to £A 500.3 million, 
or 47 per cent of the estimated total for the full year. 
There is normally some lag in expenditure in the first half 
of each year, although the lag this year was less than in 


some earlier years. 


The Loan Council capital works program for 1955-56 
amounts to £A 193.5 million; £A 190 million is for state 
works and housing programs and £A 3.5 million for 
emergency wheat storage. Although it was evident that 
the amounts raised by loans during the year would prob- 
ably be considerably below this total, the Commonwealth 
Government agreed, subject to a review of the position 
at the middle of the fiscal year, to make monthly advances 
to the states for the first six months at an annual rate 
of £A 190 million. Actual advances to the states during 
the six months ended December 1955 totaled £A 83.5 
million and other Commonwealth expenditure amounted 
to £A 13.5 million, so that total expenditure requiring 
finance outside the Consolidated 
£A 97 million. 


Revenue Fund was 


Cash proceeds from the two public loans floated during 
the six months to December 1955 amounted to £A 54.6 
million. In addition, funds accruing from overseas loans 
totaled £A 15 million: £A 8.5 million from IBRD loans 
and £A 6.5 million from a loan floated in Canada in 
November. Thus, total loan receipts (£A 69.6 million) 
fell short by £A 27.4 million of the amount required to 
finance expenditure outside the Consolidated Revenue 
Fund; as this Fund also showed a deficiency of £A 78.2 
million, the total cash deficiency for the first six months 
of 1955-56 was £A 105.6 million. This cash deficiency 
was financed by discounting £A 95 million of Treasury 
bills and by drawing on the Commonwealth Government’s 
cash balances to the extent of £A 10.6 million. 


At a special meeting on February 1, the Loan Council 
reviewed the states’ public works program in the light 
of the current position of the loan market. The Council 
decided that the £A 190 million program would not be 
cut, and that domestic loans would be supplemented by 
the proceeds of the IBRD loans and the Canadian Joan, 
estimated at about £A 26.5 million for the full year 1955- 
56, and by special assistance, amounting to £A 67 million, 
from the Commonwealth Government. The Common- 
wealth budget (Consolidated Revenue Fund) for 1955-56 
had set aside £A 48.5 million principally for the purpose 
of assisting the states’ works. It now appears that. as a 
result of buoyant revenues, the Commonwealth Govern- 
ment is envisaging a larger surplus in the Consolidated 
Revenue Fund. The Loan Council agreed also to raise the 
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maximum interest rate on semigovernment loans by 4% 

per cent, to 4% per cent. 

Sources: Commonwealth of Australia, Treasury Informa- 
tion Bulletin, No. 1, January 1956, Canberra, 
Australia; Australian Financial Review, Sydney, 
Australia, February 2, 1956; The Financial 
Times, London, England, February 2, 1956. 


New Zealand Credit Policy 


Changes in the reserve ratios which the trading banks 
are required to maintain were used as an instrument of 
credit policy by the Reserve Bank of New Zealand for the 
first time in August 1952. Since that date the reserve 
ratios have been altered 11 times, the last change, from 24 
per cent to 26 per cent, being announced on January 24. 
For the first time since 1941, the discount rate was 
changed (from 11% per cent to 34% per cent) in April 
1954, and since then it has been further increased on 
four occasions. It is difficult, however, for the Reserve 
Bank by itself to maintain effective control of inflationary 
tendencies, for, on account of the limited turnover of 
government securities, open market operations are not 
feasible in New Zealand, and also the Government has 
maintained the agreement with the trading banks which 
restricts to 5 per cent the rate that they are permitted 
to charge on overdrafts. 

The interest rate on overdrafts to meat exporters, stock 
and station agents, and wool buyers has recently been 
increased by the trading banks from 4 per cent to 44% 
per cent. This is the first time in some years that interest 
rates charged to a section of borrowers have been raised 
by the trading banks, apparently acting together. The 
reason for their action is indicated by recent banking 
statistics, which show that of a total increase of £NZ 9.2 
million in advances to all borrowers during the year 
ended September 1955 the above three groups accounted 
for about £NZ 9 million. 

Sources: Canterbury Chamber of Commerce, Economic 
Bulletin, Christchurch, New Zealand, December 
1955; Reserve Bank of New Zealand, New Zea- 
land News Review, Wellington, New Zealand, 
January 14, 1956; Australian Financial Review, 
Sydney, Australia, January 26, 1956. 


New Gold and Coal Fields in South Africa 


The chairman of the Natural Resources Development 
Council of South Africa has stated that there is a possi- 
bility of exploiting a new gold field, with up to five 
mines, in the Kinross area of eastern Transvaal, about 
100 miles from Johannesburg. On the results obtained 
from the first mine—if and when it goes into production, 
probably in three to five years’ time—will depend the 
development of 1,110 square miles, declared a “con- 
trolled area” by the Natural Resources Development Coun- 
cil. It has also been stated that the watershed of Groot 


Olifants River, north of Witbank, has rich potential sup- 
plies of coal, power, water, and chemicals suitable for 
large-scale industrial exploitation. The development of 
this area might be promoted by the formation of a reg- 
ional development association on the pattern of the Ten- 
nessee Valley Authority. The Witbank coal field is the 
largest coal producer in the Transvaal; up to the present 
time, only 1 per cent of the coal reserves in this area, 
estimated at a total of 22,500 million tons, has been 
mined. 


Source: The Times Review of Industry, London, Eng- 
land, January 1956. 


Gold Coast Railway and Oil Developments 

A new 5l-mile single-track railway line opened at 
Kotoku will almost halve the traveling distance between 
Accra, the Gold Coast’s capital, and Takoradi, its chief 
port. The line connects Kotoku with Achiasi, the nearest 
point in the Central Province, and thus reduces the rail- 
way link between the capital and port from 367 miles to 
just under 200. 

An agreement on the prospecting of oil rights has been 
signed by the Gold Coast Government and the Gulf Oil 
Corporation. Under the terms of the agreement, the com- 
pany will pay royalties of 50 per cent of net profits, of 
which one quarter will go to the 27 local chiefs on whose 
lands the company will operate. In April, £300,000 worth 
of drilling equipment is expected to arrive at Takoradi. 


Sources: The Times, February 1 and 7, 1956, and The 
Financial Times, February 6, 1956, London, 


England. 


Corrigenda 


Vol. VIII, No. 28, January 20, 1956, page 226, item, 
“Japanese Rice Imports from Burma”: The second sen- 
tence should read, “Japan will import 250,000 tons of 
rice at a price about 12 per cent lower than last year.” 


Vol. VIII, No. 31, February 10, 1956, page 251, item, 
“Export-Import Bank Loans to Brazil”: The figure in 
the first sentence should read $19.6 million. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
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